University of Mississippi

eGrove
AICPA Annual Reports

American Institute of Certified Public
Accountants (AICPA) Historical Collection

1951

Public relations and legislative control of the accounting
profession, complete text of papers presented at the 64th annual
meeting of the American Institute of Accountants
American Institute of Accountants

Follow this and additional works at: https://egrove.olemiss.edu/aicpa_arprts
Part of the Accounting Commons, and the Taxation Commons

Recommended Citation
American Institute of Accountants, "Public relations and legislative control of the accounting profession,
complete text of papers presented at the 64th annual meeting of the American Institute of Accountants"
(1951). AICPA Annual Reports. 203.
https://egrove.olemiss.edu/aicpa_arprts/203

This Book is brought to you for free and open access by the American Institute of Certified Public Accountants
(AICPA) Historical Collection at eGrove. It has been accepted for inclusion in AICPA Annual Reports by an
authorized administrator of eGrove. For more information, please contact egrove@olemiss.edu.

PUBLIC RELATIONS OF THE

ACCOUNTING PROFESSION

Public

Relations

Progress

of Accounting
by George E. Perrin

Local Press and Radio
Coverage
by O. G. Roquemore
Public Relations in Local
Communities
by A. H. Puder

Public Relations
AND

Legislative

Individual Members and
Public Relations
by A. H. Puder
Bankers and the CPA's

Opinion
by Paul Grady

Control

LEGISLATIVE CONTROL OF THE

ACCOUNTING PROFESSION
Why Regulatory Accounting

OF THE

Legislation Should

Be Extended
by L. C. J. Yeager
Why Regulatory Accounting

Legislation

Accounting

Is

Unsuccessful
by Robert L. Miller

Standardizing Requirements
for

CPA Certificate
by Donald P. Perry

Profession
COMPLETE TEXT OF PAPERS PRESENTED
AT THE 64TH ANNUAL MEETING OF THE

AMERICAN

INSTITUTE

OF

ACCOUNTANTS

This is one of four publications
fourth Annual Meeting of the
which was held in Atlantic City,
list, and prices at which each

containing papers from the Sixty
American Institute of Accountants
October 6-10, 1951. The complete
pamphlet may be bought, follow:

Tax Problems Being Met in Today’s Mobilization Economy
Price $1.00
Speakers: John B. Dunlap

Russell S. Bock
Walter M. Bury
Hal Canary
W. Waller Grogan

William H. Westphal
Charles N. Whitehead
Wallace M. Jensen
J. S. Seidman
T. T. Shaw

Financial Information Needed in
Today's Mobilization Economy

Harold E. Stassen ....
John T. Koehler .....
Roy Blough ........... .
Charles E. Wilson ....

H. W. Bordner .......
W. J. McNeil ...........
Paul M. Green .......
T. R. Rampy...........

Price $1.00

Freedom and Finance
Renegotiating Under the 1951 Act
Economic Problems of Mobilization
Mobilization—Where We Stand and Where
We’re Going
Accounting Aspects of Pricing in Negotiated
Contracts
Financial Aspects of Defense Mobilization
Accounting in Price Stabilization
Auditing in the Air Force

Five New Guides to the Auditor's Responsibility

Price $0.75

Gordon M. Hill ........... Auditor’s Responsibility for Events After Bal
ance-Sheet Date
Donald J. Bevis ........... Auditor’s Responsibility for Client’s Compli
ance with “Controls”
J. Woodrow Mathews . Reliance upon Other Auditors
A. Frank Stewart ......... Experience with Statement 23
Walter R. Flack .......... What Is Wrong with the Long-Form Report?
Public Relations and Legislative Control
of the Accounting Profession

Price $0.50

See contents on page 3.
The complete set may be purchased for $3.00. Order from the AIA.

Public Relations
COMPLETE TEXT OF PA

AND

PERS PRESENTED AT THE
64th ANNUALMEETINGOF
THE

AMERICAN

INSTI

Legislative

TUTE OF ACCOUNTANTS

Control
OF THE

Accounting
Profession
AMERICAN

INSTITUTE

270 MADISON AVENUE

OF

ACCOUNTANTS

•

NEW YORK 16

Copyright 1951

by the

American Institute

of

Accountants

CONTENTS

PUBLIC RELATIONS OF THE ACCOUNTING PROFESSION
Public Relations Progress of Accounting ... George E. Perrin, CPA

5

How Can Bankers Be Better Informed about
the Value of a CPA’s Opinion? .................. Paul Grady, CPA

12

How Can a State Society’s Public Relations
Program Be Made Effective in Local
Communities? .......................................... A. H. Puder, CPA

13

How Do You Obtain Local Press and
Radio Coverage? ............................... O. G. Roquemore, CPA

16

How Can a State Society Assist the
Individual Member in Public Relations? .... Arthur Sargent

17

LEGISLATIVE CONTROL OF THE ACCOUNTING PROFESSION

Why Regulatory Accounting Legislation
Should Be Extended ...............................L. C. J. Yeager, CPA

23

Why Regulatory Accounting Legislation
Is Unsuccessful ................................... Robert L. Miller, CPA

30

Standardizing Requirements for CPA
Certificate ............................................. Donald P. Perry, CPA

36

GEORGE E.
PERRIN,
CPA, AIA, senior partner
of A. M. Pullen & Co., in
Greensboro, N.C., is also
AIA vice president and
chairman of its public re
lations committee. He has
been a member of the
AIA since 1935 and has
been on its council and
Board of Examiners as well
as numerous committees

Public Relations Progress
Of Accounting
by George E. Perrin, CPA, Vice president, AIA

the policies and procedures of an individ
OT long ago, the chief executive of a
ual or an organization with the public
national manufacturing concern called
the advertising manager in and said, “Planinterest, and executes a program of action
to earn public understanding and accept
a campaign of advertising to give us good
ance.” Two other definitions are noted for
public relations.” The man was sincere,
but his very sincerity indicated a com their wit and brevity: “Public relations is
90 per cent doing right and 10 per cent
plete lack of understanding of just what
talking about it”—“Public relations is be
constitutes good public relations and of
ing good and getting credit for it.” An
how this state is achieved. Although we
other is that “Its purpose is to build and
must give him credit for an awakening to
hold good will.”
the need of good public relations, expe
Public relations in essence is our “deal
rience has taught that they cannot sud
ings with people” as part of the broad
denly be attained solely by a concerted
science of human relations. It is as old as
drive or a carefully directed effort. The
humankind, as ancient as the continuous
esteem with which a person is generally
struggle for men’s minds. When Cleopatra
regarded by his community and associates
cannot be developed merely by an aggres welcomed Mark Anthony in regal splendor
on the banks of the Nile, she was prac
sive campaign, but is dependent upon the
ticing public relations.
conduct of that person in his relations
with his fellows; likewise the prestige of
We may find it helpful to observe the
a professional group is dependent upon a
experience of business generally in this
long period of service and profitable rela matter of achieving good personal rela
tionships with it. Personal liking, respect,
tions with the public.
and confidence cannot be acquired purely
Business in general has rather belatedly
by advertising or the expenditure of money,
awakened to the value of public relations,
although money, intelligently spent, may
and is now undertaking to do something
help materially.
about it. It has actually passed through
The difficulty of defining terms is well
two distinct phases in its relations with
known to everyone who has participated in
the public and is now moving into a third.
argument or debate. I am, therefore, not
The first was symbolized by the familiar
going to undertake a new definition of the
accusation that business held to the policy
of “the public be damned.” The second
term “public relations,” with which the
experts have experienced great difficulty.
phase was keyed to the policy of “the pub
One current definition of public rela lic be served.” The third is materializing
tions is, “it is the management function
in the policy “the public be told”—a pol
which evaluates public attitudes, identifies
icy aimed at acquainting the public with

N
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the fact that business serves the public
well and economically and thus justifies
its freedom of operation.
To illustrate the mixing of good public
relations with the practical phases of pro
duction, let me take for example the lowly
and elementary case of the button on a
man’s shirt, as so ably presented by Dr.
Raymond Rubicam, Chairman, Research
and Policy Committee for Economic De
velopment.
One of the best public relations job ever
done by an American business was accom
plished by Cluett, Peabody and Co., when
they learned how to sew buttons on men’s
shirts so that even laundries couldn’t get
them off. In fact, Cluett, Peabody has
made the shirt a whole field for inspired
ideas in public relations. First, they learned
how to make soft collars look as good as
hard collars. Next, they learned how to
pre-shrink (or sanforize) fabric, so that
your shirt remained the size it was when
you bought it. Next, they learned how to
cut shirts so they didn’t keep riding up
out of the tops of your trousers. Then, for
pinning a new shirt in its folded form,
they developed a new pin with a big ball
top that you could find and remove with
out sticking your fingers on the sharp end;
and they learned how to do the pinning
job with three pins or so instead of five
or six.
Since the relationship of a professional
man is on a more personalized basis than
that of a business man, it is even more
important in his case that sound public
relations be established. The scope of his
usefulness and his ability to sell services
profitably, in fact his entire justification
of his position as a member of a profes
sion, is based upon this relationship with
the public, its understanding of his func
tions, and its estimate of his professional
status and competence.
The certified public accountant expects
his professional societies to bend every
effort toward achieving such a relation
ship, but I believe that the average mem
ber of the profession has a fairly narrow
view of just how this should be accom
plished. Because of his very nature and
disposition, cultivated and developed by
objective examination of facts and figures,

it is often difficult for an accountant to
understand the thinking of the public or
to appeal to its imagination.
It is necessary that the public grow ac
customed to associating with us as a pro
fessional group certain essential services
and qualities. Sometimes, to achieve this
association we must overcome the natural
reluctance to accept new ideas or to
change old ones. First and foremost, it is
necessary to understand why people think
and feel as they do, and the reasons for
specific reactions to given situations. We
must learn the needs of the public we
desire to serve and convincing methods of
assuring the public that we possess com
petence of a sort that will particularly
satisfy their needs. Of course, nothing in
the final analysis succeeds in conveying a
favorable impression like a long record of
successful services. This may be materially
assisted, and favorable impressions aided
by the use of all methods of communica
tion—direct speech, the written word,
movies, radio, and television. This latter
phase of the public relations campaign
has, of course, become a job for specialists.
The American Institute of Accountants,
operating through its committee activities,
renders a service of ever increasing im
portance, and thus successfully promotes
public relations on a national scale. These
committees have more and more thoroughly
developed standards to apply to record
keeping, financial reporting, auditing tech
niques, and have dealt constructively with
Federal tax problems. The scope of their
activities embraces a field of greatest im
portance and significance in the business
world today.
The Committee on Accounting Proce
dure makes studies of the correct account
ing treatment of disputed questions of
accounting, and its bulletins have become
recognized increasingly as constituting au
thoritative standards of thinking on these
subjects.
The pronouncements of the Committee
on Auditing Procedure constitute a stand
ard generally acceptable throughout the
financial world for the purpose of deter
mining the adequacy of auditing proce
dures and techniques.
The Committee on Federal Taxation has
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contributed materially to the thinking on
federal taxation. It has assisted Congres
sional committees by the presentation of
constructive criticism of existing tax laws,
and recommendations for new tax laws. It
has provided a clearing-house for the opin
ions of a large group of accountants who
have the widest contact with the practical
aspects of taxation.
The investigation of waste and duplica
tion in the Federal Government and rec
ommendations of economy measures have
constituted another step upward in the
esteem of the public, as well as the intro
duction of public accounting procedures in
the audit of Government corporations. The
great-value of the accounting profession
to the price adjustment sections of the
armed forces in renegotiation and termi
nation of war contracts has further en
hanced the prestige of the profession.
An increasingly large number of bank
ers and enlightened business men realize
the importance of the objective examina
tion of financial records by independent
public accountants as the basis for credit.
All of these constitute practical steps in
the creation of public respect and esteem.
The public has come to depend on the
certified public accountant for the prepa
ration of the complicated federal tax
returns that constitute one of the major
problems of business today.
However, the very newness of the pro
fession and its phenomenal growth in re
cent years prevent a thorough understand
ing of its functions. The professions of
law and medicine have dated back to
antiquity while the profession of public
accounting has grown out of the sudden
development of many complex methods of
business organization, taxation, and related
problems.
Unfortunately, good deeds do not always
become known by themselves. Therefore,
a planned effort is needed to bring them
to the attention of the public in such a
manner that people will understand that
their personal welfare depends directly
upon the welfare of the profession. There
are, for example, millions of persons
throughout the country who have never
been in a certified public accountant’s of
fice, and have never known a certified
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public accountant, but who have, never
theless, definite opinions about us. It is
important to us that these opinions should
be favorable to the profession.
Actually, even in spite of intensified ef
forts to enlighten the public concerning
our activities, there is a great lack of
understanding of the functions of the ac
counting profession in many quarters. Let
us take stock of some of the prevailing
conceptions of the CPA.
He is portrayed in comic strips shouting
big figures across a desk to another man
who replies, “check”. He is supposed to
haggle over the price of a Limburger
cheese sandwich appearing on an expense
account. When you tell someone that you
are a certified public accountant, he is
likely to shake his head sadly and say,
“Figures, figures, figures. I don’t know
how you stand them! I would go crazy.”
He then tells you about the man he knows
who can add two, three, or four columns
of figures at once and looks to you for
approval. He would be quite amazed to
find that you cannot add one column with
out an adding machine. Or, perhaps, he
is a very humorous fellow who will tell
you that the “CPA” stands for “cutting,
pressing, and alterations.” This is face
tious, of course, but indicates the attitude
on the part of some of those who are not
acquainted with the profession.
The man on the street often regards the
certified public accountant as a sort of
bookkeeping sleuth whose function it is
to catch an employee who is stealing
money from the company. He may think
that it takes a crook to catch a crook, or
he may feel that a certified public ac
countant is one whose services are pur
chased to manipulate figures to defraud
the Government of income tax justly due,
and that he is, therefore, a very slick
article, he may visualize him as a highpriced juggler of figures for whom the
average man would have no need in the
course of his daily living. We must change
his thinking on this subject. He must be
made to realize that scientific account
keeping is a necessity in this day of com
plicated financial transactions and taxa
tion, and that it is impossible to operate
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even the smallest business intelligently
without it. He must grow to understand
the importance of an independent audit as
a basis for granting credit. He should be
made to realize the need for skilled assist
ance in the preparation of his tax returns
and similar assistance in his tax thinking
and planning. He should grow to accept
the certified public accountant not as a
sort of bookkeeping detective, but as a
professional advisor in his business and
financial affairs.
Too often, the accountant is regarded
as either a glorified bookkeeper or a sort
of human computing machine, with no
imagination and no ability to deal con
structively with problems. Those who think
of the profession in this manner have no
conception of the broad fields in which
the professional accountant acts as con
sultant and advisor and of the skill and
judgment necessary to perform his duties
properly. They have no idea of the ex
tent of the trust and confidence reposed
in the certified public accountant by the
stockholder, the banker, governmental
agencies, and the various other important
segments of the population that rely upon
him, his skill, and representations.
A striking example of the need for pub
lic enlightenment is the attitude that had
formerly been taken toward the CPA ex
amination. It seemed the prevailing opin
ion in many quarters that it was the pur
pose of this examination to eliminate most
of the candidates and thus to foster a
monopoly—to keep the field undersupplied
and thereby to assure a substantial income
for those who might be fortunate enough
to enter. The problem of this unfavorable
attitude was tackled in several different
ways by the American Institute in under
taking to meet this mistaken criticism. In
answering it, we were able to show, for
example, that in proportion to their num
ber, certified public accountants consti
tuted by far the fastest growing profession
in the United States. That, in itself, was a
pretty good answer to the charge of mo
nopoly. But we went beyond this in seeking
not only to defend ourselves against this
charge, but to achieve public support and
understanding. We undertook both to pub
licize and intensify the efforts the profes

sion was making to attract qualified young
men and women to its ranks. We have dis
seminated public information concerning
the duties of the public accountant, his
responsibilities, and the opportunities af
forded by the profession. Now, whenever
we are faced with the charge of monopoly,
we can show that this charge is not only
unsupported by the facts, but that actually
the profession itself is devoting money and
effort to increasing the number of certified
public accountants so that the public may
be adequately served.
We have spoken of the manner in which
the Institute activities have helped us win
public esteem, but what steps can we take
individually to insure continuing progress
in this field of public relationships?
First, we can be sure that our houses
are in order, and we can undertake to
answer those questions truthfully! Have
we rightfully earned a reputation for
scrupulous honesty, for dealing with the
public so that we shall have established the
first requisite of professional men and
women—integrity? Do we endeavor to
conduct ourselves on a high ethical plane,
continually studying and seeking self
improvement? Do we act as befits worthy
members of a profession, or do we cut
corners, engage in sharp practices, snipe
at one another, and show ourselves willing
to do anything for a price?
An irate client comes into an account
ant’s office and makes the statement, “my
accountant is there to look after my in
terest if he is to be paid with my money.
He is to prepare the kind of statement I
want, or else.” Will our professional in
tegrity be influenced by the desire to hold
such a client at any price?
George A. Saas, former public relations
director of Citizens Gas and Coke Co., In
dianapolis, nails down this point with the
refreshing directness of the former news
paper man: “Guys like me—public rela
tions men—can only interpret. We can’t
whitewash black sheep, and no amount of
publicity will improve your public rela
tions if deep down in your heart you are
a stinker; if you are a cold-eyed calculat
ing, heartless profit type of operator, then
good public relations is not for you.”
Do we render a consistently high quality
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of professional service, seeking excellence
because we believe in high standards, or
do we try to earn our fees in the easiest
manner possible? Do we keep abreast of
developments and always strive to render
a broadened and more informed service to
our clients?
If we can answer all of these questions
in the affirmative, we shall have no prob
lem because we shall have attained to the
stature of a perfect professional man.
Since, in all probability, none of us has
reached this degree of excellence, we
should continue to strive for improvement
in service rendered and in professional
attitude. This is the basic step in any pub
lic relations program of a profession. The
recommendation of satisfied clients will do
a great deal to enable us to achieve the
public recognition we desire. Failure to
conduct ourselves properly renders all ef
forts at attaining public standing null and
void.
A consciousness of public relations
should be created in every member of the
accountant’s staff and every junior begin
ning his venture in public accounting
should realize the importance of his pro
fessional relationship. He should under
stand that even though he may be doing
purely routine work that seems far re
moved from the decisions that involve
professional skill and competence, he is,
nevertheless, an essential part of a pro
fessional organization. As the ability of the
young accountant increases, the firm de
pends more and more upon his skill and
capacity and his conduct on an engage
ment in a client’s office governs to a large
extent the public relations that the ac
counting firm enjoys. It is sometimes hard
to achieve harmonious relations with a
client even though you may be a friend
and neighbor of the proprietor if his
bookkeeper says that your junior account
ant is just a “jerk.” The young accountant
coming up through the ranks in the public
accounting profession should, therefore, be
carefully schooled in his attitude to the
client, the client’s personnel, and the pub
lic, and seek to measure up to the deport
ment of a professional man in every re
spect. His attitude, his dignity, and his
undertaking to improve his knowledge
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should favorably impress the clients of
your firm, and the public generally.
If we are to insure the favorable public
relationship of these newcomers to our
ranks, they must have an example of con
duct set for them by the certified public
accountants who are established and who
have attained the status of a principal, for
they will be guided primarily by their ob
servations of their superior’s conduct.
Extending beyond this field of the serv
ice rendered to clients, however, we should
improve public relations by using all of
the available means of communication—
news stories, magazines, articles, photo
graphs, information booklets, exhibits of
various kinds, and the public platform.
Also the accountant should not neglect the
chances of participation in the affairs of
his community, for this does much to pro
mote the regard of his fellow citizens.
We must also give consideration to new
methods of communication, which the
average person does not know how to
use without expert advice. In addition to
direct speech and the written word, we
now have movies, radio and television. We
have developed a lot of other new types
of visual communication such as posters,
slide films, and pictorial charts. There has
been tremendous progress in the use of il
lustrations, photographs, and other forms
of graphic presentation. The American In
stitute has utilized all of these mediums
in its effort to promote good public rela
tions. I think it fair to say that from every
standpoint the American Institute’s public
relations program has made a real con
tribution to the growth of the profession.
I have attempted to give you a broad
picture of the public relations activities of
the American Institute on a national level,
for as we consider with justifiable pride
the accomplishments of the various com
mittees, we must not lose sight of the fact
that the American Institute of Account
ants is primarily a public relations organ
ization, and that the splendid work of its
technical committees cannot reflect credit
upon the profession unless the public is
aware of them. The value of the pro
nouncements of these committees depends
to a large extent on the skill with which
various organizations, such as the Robert
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Morris Associates, the bankers, and other
segments of the population, are made
aware of them. It is the importance of this
sales job to your future that we are seek
ing to emphasize. The Institute likewise
deals with legislative problems that may
have a sweeping effect upon your profes
sional activities, and in doing so must con
vey ideas and information to legislators
who will pass laws directly affecting you. I
want to impress upon you the fact that
your Number One public relations man in
the profession is John L. Carey, Executive
Director of the American Institute, and
that we owe him a vote of thanks for the
highly competent manner in which he has
consistently presented our case to the pub
lic. It is my opinion, however, that we are
really just scratching the surface in this
most important phase of Institute activi
ties and that the demands of the age in
which we live require increasing effort
to impress ourselves favorably upon the
minds of others. I insist, therefore, that
it is important that we shall not be guilty
of a penny-wise and pound-foolish econ
omy in dealing with this very important
problem. In my opinion our budget for

this purpose requires a very material in
crease to take care of the future demands
of an intelligent, well-planned program.
We have tried also to point out other
factors and activities that will contribute
materially to increase our standing in the
eyes of the public. As a practical matter,
the effectiveness of many of these activi
ties depends largely on the extent to which
they are carried through in the states and
local communities, and in direct contact
with other groups. We have, therefore, as
sembled for this session a group of people
who have had experience in the applica
tion of public relations techniques in a
number of different ways. They are here
primarily to answer your questions, but to
get the discussion started, we have selected
one question for each of them from the
questions which are most frequently asked
in meetings on public relations around the
country. I will ask each of them to talk
for about five minutes on the question
which has been assigned to him. After
that, we will throw the meeting open for
questions on the subject of public rela
tions which can be addressed to any mem
ber of the panel, or to all of us together.

Public Relations Panel

PAUL GRADY, CPA, AIA, is chairman
of the Institute committee on coopera
tion with bankers. He has been a part
ner with Price Waterhouse & Company
in their New York office since 1942

A. H. PUDER, CPA, AIA, is chairman
of the New Jersey Society's public re
lations committee and has held numer
ous offices in the Society. Mr. Puder
practices accounting in Newark, N. J.

O. G. ROQUEMORE, CPA, AIA, is
president of the Oklahoma Society of
CPAs and was publicity committee
chairman of the last Southern States Ac
countants Conference in Tulsa, Okla.

For five years, ARTHUR M. SARGENT
has been executive secretary of the Cali
fornia Society of CPAs. Before that time
he had done newspaper work. He has
served in the U. S. Army Air Force
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How can bankers be better informed about the value of a CPA’s opin
ion? . . . Paul Grady, chairman, AIA committee on cooperation with bankers

BE PROPERLY INFORMED about the
5. Audits by CPAs.
6. Reprints of the article on the CPAs
value of a CPA’s opinion on financial
statements the bankers should have anopinion from The Journal of Accountancy.
understanding of the following:
7. Your CPA’s responsibility.
The latter two items dealt with state
1. The personal and professional stand
ards of quality and responsibility which ment 23 on auditing procedure. The
have been accepted after careful consid acceptance of this statement by the mem
eration through affirmative action by mem bership of the Institute brought about
bers of the Institute.
needed clarification in the opinions and
2. The standard of ethics adopted by reports of CPAs. This action and the cir
affirmative action by our membership.
culation of the information explaining the
3. The major accounting concepts or Institute’s position on the matter have
principles on which financial statements constituted an effective public relations
of business enterprises are based and
program.
their inherent limitations.
Members of the Institute and its staff
4. The general nature of audit pro have frequently addressed meetings of
cedures applied on a test basis and the bankers and have prepared a number of
necessary limitations as to discovery of articles on the CPA’s work and responsi
irregularities in all examinations under bilities which have appeared in banking
taken after transactions have occurred. periodicals. A large number of very suc
5. That the CPA’s opinion is precisely cessful joint meetings of accountants and
what it is called and cannot be regarded bankers at the community level have been
as a guarantee or underwriting of the held in recent months, and more are be
financial statements.
ing arranged. It seems to me that the
The Institute has for many years car greatest opportunity for the promotion of
ried out a program of bringing informa better understanding of mutual problems
tion on the foregoing points to the atten between the bankers and accountants is
tion of bankers. This has been done in the local communities. While the In
through extensive work of co-operative stitute can be helpful, the primary re
committees of the Institute and the bank sponsibility for carrying our successful ac
ers, particularly the credit officers repre tivities in the communities rests with the
sented in the membership of the Robert societies and with individual members.
Morris Associates, and through similar
The foregoing comments may make it
activities of the staffs of the two organi appear that the relation between account
zations.
ants and bankers is largely a one-way
A great deal of published information street. We all know that this is not the
regarding the functions, standards, and case and that accountants have a great
responsibilities of accountants has been deal to gain in knowing something of the
distributed to the membership of Robert bankers’ needs for financial information
Morris Associates, and much of it also to as a basis for granting credit. This fall
all commercial banks. The following the R.M.A. expects to issue a new pamph
booklets and pamphlets will indicate the
let entitled “Financial Statements for
nature of the information covered:
Bank Credit Purposes.” It describes finan
1. Tentative statement of generally ac cial information useful to the business
cepted auditing standards.
man and generally required by the bank
2. All statements on auditing proced er and emphasizes the importance of
ure and accounting research bulletins.
unrestricted examinations by CPAs. We
3. Special report on internal control.
believe the pamphlet is excellent in qual
ity and that it will serve a most useful
4. Case studies in auditing procedure.
O
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purpose to businessmen as well as to
the bankers and accountants. The Insti
tute has offered its services and support
in obtaining a wide distribution of the
pamphlet.
Bringing better information about the
value of a CPA’s opinion to bankers and
others in the financial community is, of
course, important to members of our pro
fession. I am sure, however, that we would
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all agree that our primary concern and
efforts should be devoted to the perform
ance of our work in such manner as to
assure that our opinions really have value
to the financial community. We must fully
meet this responsibility in order to build
a solid foundation for the confidence and
esteem which constitute good public re
lations with bankers and others operating
in the financial community.

How can a state society’s public relations program be made effective in
local communities? . . . A. H. Puder, chairman public relations committee.
New Jersey Society of CPAs

t’s an old,

and sound, rule of politics
that you cannot get very far without or
ganization.
A party can put up the best qualified
candidates, the strongest platform, the
most persuasive speakers. But you still
need to get out the vote. You need an or
ganization if you expect to win.
It’s the same in public relations. The
American Institute of Accountants can
draw up a strong public relations program,
and provide the tools and materials to put
it over. But unless the individual state
societies have the organizational machinery
to make use of what the Institute pro
vides, the profession’s public relations pro
gram is bound to fall short of its goals.
In the profession’s overall program, we
in New Jersey believe that our principal
task is this: to carry out on a state and
and local level the objectives recommended
by the national organization. And to do
this, we feel that adequate organization
is the first essential.
To put it another way, internal relations
come first, and external public relations
follow. If you have an organizational plan
in which a good number of members are
interested and active, then putting an ex
ternal public relations program into oper
ation is that much easier.
I don’t want to imply that New Jersey
has found complete solutions to the public
relations problems of the state society. Far
from it. However, we have made an ap
proach to solving them. I hope that an
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outline of our approach may supply some
useful ideas for other states.
In a general way, the problems in New
Jersey are similar to those in many other
states. For example, we don’t have an es
pecially large budget to work with. We
have a geographical problem; our mem
bers are spread, rather unevenly, through
out the state, so that we cannot concen
trate our work in any one city or section,
but must have a statewide program. Fur
thermore, we have the perennial problem
of personnel—CPAs are busy people, and
finding the men who have the time to help
organize, direct, and carry out our public
relations effort is not always easy. Our ap
proach is based on what we call the re
gional public relations program.
It is an application of the “divide and
conquer” theory in reverse. Our theory is
that by dividing the work, we can find
sufficient time to do it—and by dividing
the state into regions, we can apply the
program on a statewide basis so that mem
bers in all parts of the state can get
direct benefits from it.
Our organizational division follows coun
ty lines. The counties form our ten public
relations regions. (I should point out that
in several cases, we have formed one re
gion from two counties where CPA popu
lation is sparse.)
Our object is to have an active program
in each region, with central control over
general policy coming from Society head
quarters. That doesn’t mean, of course,
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that the Society headquarters is an ivory
tower from which orders go out at inter
vals to the regional workers. In practice,
the regional plan provides a two-way street
for ideas.
Naturally, we do have a policy, or co
ordinating committee, in the form of the
General Public Relations Committee. It
is made up of one representative from each
of the regions, plus a general public re
lations chairman appointed by the Society
president. Each of the regional representa
tives in turn is in charge of activities in
his home section. To carry out these ac
tivities, he has his own committee consist
ing of CPAs from his region.
This, then, is the echelon formation: at
the top, the General Public Relations Com
mittee ; and at the next level, separate
public relations subcommittees for each
region. For all practical purposes, every
member of the regional subcommittees is
a member of the Society’s overall public
relations committee. They are listed as
such in our Yearbook. You might criticize
the regional plan on the ground that it
sets up an over-sized, unwieldly public re
lations group. We haven’t found that to
be the case. Actually, it has a number of
psychological as well as practical advan
tages.
In fact, the size of the group is one of
the most helpful aspects. It means that
more people have a feeling of being a part
of the Society. And it also means that we
have a lot more sources for ideas than if
public relations were confined to a small
number of men. I think it was one of the
Institute’s publications which termed every
CPA a “public relations ambassador” for
the profession. This is an attitude we
would like to inculcate in our membership,
and the large committee helps us to do it.
From the standpoint of setting policy
and translating it into action, a large
group is pretty nearly a necessity. The
work load is divided into three parts. First,
it is the job of the general public rela
tions committee to set policy—that is, to
decide on general objectives, and to recom
mend ways of carrying out the objectives
in the regions. Second, it is the job of the
regional committees to carry out these ob
jectives; theirs is the action phase of the

program. Third, it is the job of all to
make suggestions, and keep the program
on the right track.
There is one other part of our public re
lations picture which I should mention.
That is the matter of public relations
counsel. New Jersey is one of the few
states in which the public relations pro
gram has been set up with professional
advice. We have retained counsel since
the start of the regional plan.
Our thought is that the Society can
benefit from professional public relations
aid in the same way that the business man
benefits from the advice of his CPA. Coun
sel has a dual role. He regularly confers
with the general public relations chairman
on matters of policy and programming,
and on technical questions involving news
planning, radio, and the like. His office
also undertakes production work—such as
booklets, speeches, kits on conducting
meetings, news releases, and so forth.
The overall cost of the program is rea
sonable. Counsel’s fee is relatively small,
and expenses for booklets, the Institute’s
radio transcriptions, and similar things do
not run high. Out-of-pocket costs for travel
or dinner have been absorbed by members
of the committee.
So much for the details of the organi
zational plan. A more important question
is: Does it work? And if so, how?
I mentioned earlier that one of our
general objectives in the program is to
help the individual CPA. We want him to
get material benefits. For example, we
want the program to help him meet per
sonally the profession’s key publics—and
they include potential clients as well as
bankers, lawyers, and others who have a
direct influence on the CPA’s work.
Our 1950-51 program was tailored with
this problem in mind.
At the beginning of the 1950-51 fiscal
year, the General Public Relations Com
mittee decided on a series of special ob
jectives for each region. These dealt with
membership relations, relations with bank
ers and credit men, and relations with
business and other groups through public
speaking.
To translate these objectives into re
gional activities, our major step was the
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preparation of a kit to guide the regional
committees. The kit, a kind of blueprint
for action, suggested a set of four specific
activities for the year:
1. A technical meeting for Society mem
bers in each region.
2. A social function for members and
families.
3. A dinner meeting with bankers and
credit grantors.
4. Establishment of a local speakers’
bureau.
The kit outlined these projects in some
detail. It gave suggestions and instruc
tions on how to carry them out. However,
it left actual constructive work and inter
pretation to the regional committees.
The plan worked well. All but one re
gion, for example, had a speakers’ bu
reau in operation before the end of the
year. These bureaus set up lists of local
CPAs who were available for speeches
before civic and business clubs, student
groups, and so forth, and went to work
in arranging speaking appearances.
Technical meetings were held in eight
of the ten regions. A total of seven re
gional meetings with other professional or
business groups was held. Several of the
regions went beyond the bankers-andcredit-men suggestion, and put on joint
meetings with chambers of commerce and
similar business and civic associations.
For our current fiscal year, most of the
regions are already laying plans for their
meetings series. These meetings will bring
members in contact with local business
men, tax officials, representatives of the
courts, and other important groups.
In addition, we are working on the pos
sibility of setting up local public speak
ing courses for members. We believe these
can help members in their “personal pub
lic relations.”
We have found the regional plan useful
for other types of public relations.
In the area of news publicity, for ex
ample, we are able to get statewide results.
It’s a standing rule that names make
news, and that local names make news in
local newspapers. The regional committees
give us the necessary local tie-in. Before
each general meeting of the Society in
Newark, we send to all regional chairmen
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a pattern news story about the meeting,
which he can adapt and release for local
use over his name. We apply the same
method to other Society news, such as
committee appointments and the annual
elections. The result is that we have in
creased news attention to Society activities
at least threefold.
We have used the same system in plac
ing the American Institute’s annual income
tax radio transcriptions. The platters are
sent to the regional chairmen, who in turn
make arrangements for their broadcast
over local stations. During the last two
years, all major cities in the state have
heard the broadcasts.
There are other features of the New
Jersey program which do not involve the
regional plan, but which should be men
tioned briefly. For example, we have
placed heavy emphasis on relations with
accounting students and faculties, since
the student today is the CPA—and likely
Society member—of tomorrow. We have
attempted to integrate public relations
with the overall program of the Society.
Attention has been given to cooperation
with other committees where we felt we
could be helpful—in membership promo
tion, for instance, and legislative relations.
No doubt I should say a little about
the financing of the program. In the first
year, we issued a general call for vol
untary contributions. Later, after members
had had a chance to form an opinion as
to whether the program was a helpful ac
tivity, an assessment was levied to cover
the costs. At our last annual meeting an
other assessment—exempting members in
teaching, private industry or government
work—was voted by the membership. Ac
tually, we have not used up our annual
budget. The unspent balance has been set
aside in a reserve for emergency public
relations use.
Whether we will have emergency sit
uations is, of course, hard to predict. I
like to think that our regional program is
helping put out fires before they get
started. However, should emergencies
arise, I think that the regional plan puts
us in a position to handle them at the
grass-roots level, where public relations
effort is often most effective.
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How do you obtain local press and radio coverage? . . . O. G. Roque
more, president, Oklahoma Society of CPAs

HAT I may tell you about “How you
There are several reasons it happened
obtain local newspaper and radio cov that way, but in all probability I would
erage” is based upon personal experience
have had more success had I personally
and helpful suggestions from newspaper
known with whom I was dealing a bit
editors and reporters, and radio station
better.
and program managers. It comprises no
Before you start calling newspaper re
set formula, but appeals to me as being
porters, go to the local newspaper offices
the most practical and common sense way
and get acquainted with the managing
of “getting the job done.” First a few
and city editors. The better acquainted
words about getting local newspaper cov you are with them, the more they will do
for you. And never, never, let them for
erage.
For a little background, I will tell you
get that a CPA is a VIP in the home town
about my first experience. I was chosen
too.
by the Chairman of our Publicity Com
You will find newspaper editors and
mittee to handle local newspaper and
reporters a pretty decent lot. Outwardly
radio coverage. I was no radio commenta they are cynical because they constantly
tor; on the contrary, I was quite hazy on
have to deal with a bunch of phonies.
what constitutes news and had only a
Basically they welcome something solid
vague idea on how to go about getting like news about the doings of the CPA’s.
By the time they begin to call you Bill
the local newspapers interested in pub
around the newsroom, you will have
lishing my news items. My chairman and
learned a lot of things which will be of
organization wanted newspaper publicity,
much assistance to you. You will find that
needed newspaper publicity, and since that
was a legitimate craving and my responsi newspaper space is at a premium due to
bility, I was going to give it my very best.
newsprint shortages, advertiser demands,
I had a good story. Bubbling over with
and oceans of national and international
news. Moreover, you are competing for
enthusiasm, I grabbed the phone and
called the city desk and requested a re space with murders, robberies, scandals,
local politics, civic clubs, other profes
porter be sent over right away. No, I had
sional groups, and all other publicity seek
better not relate my story over the phone.
He arrives posthaste expecting nothing
ers great and small. But such competition
less than a good clean murder. I sit him
is an easy hurdle for a jumper. You will
quickly learn that you can get more space
down and give out the sordid details on
the talk Mr. Taxpert will give the group if you “make it easy” on the newsroom
in processing your story.
at the forthcoming meeting of the local
Being able to write your own story will
chapter. His subject: “Proposed Amend
ments to Section 722 of the Internal Rev almost always get you the maximum cover
age. But if you can’t write, don’t try. Give
enue Code . . .” It’s a real story.
them the facts on a typewritten sheet and
Reporter makes notes, gets a picture of
they will “dress it up” for publication.
the speaker, thanks me for the story, and
Don’t be a Mr. Milquetoast and worry
is gone. I can hardly wait for the paper.
about making an annoyance of yourself.
It finally arrives—the story was to be at
Let the newsroom be the judge of that.
least a half column. I read even the want
Remember your competition which I have
ads. At last I found it under a heading
just mentioned.
“City Briefs.” The half column had shrunk
And a few words about getting local
to five lines and with it my ego also
shrunk.
radio coverage—use the same technique

W
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for becoming well acquainted with the sta
tion and program managers as you use on
the newspaper men.
Obtain from the local stations their
schedules showing the public-interest pro
grams. This will give you a general idea
about your competition and the time avail
able for programs such as yours.
At the outset make it crystal clear that
your motives for seeking radio time are
not personal. Thoroughly sell them on the
value of your program in the public in
terest by having your script, your show,
or recording available for preview. Nat
urally, the better the program the better
the chance of acceptance. But if you have
script, don’t attempt to read it unless you
are good.
You will find the larger the station, the
fewer free spots available. But beggars
cannot be choosers, so until your reputa
tion is established be content with the bad
spots than none at all.
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Be comforted by the knowledge, how
ever, that radio station managements are
good businessmen and are not unmindful
of the fact that your program is creating
a lot of special listener interest and that
that helps to maintain and increase their
overall listener audience.
In short, may I suggest that if you want
to obtain the maximum local newspaper
and radio coverage, you have simply got
to ask for it. And in the asking you must
sell the newspapers and radio stations on
the value and importance of news of the
professional activities of the organized cer
tified public accountants in your com
munity, your state, and your nation.
The iniquities and degradations of man,
the open flaunting of all moral laws by
prominent persons may command more
reader interest than some of the profes
sional things CPA’s do for the edification
of the public, but I’ll never be convinced
that “it’s necessarily so.”

How can a state society assist the individual member in public relations?
. . . Arthur Sargent, secretary, California Society

The question presented to me is “How
can the state society encourage the
participation of the individual CPA in its
public relations program?” I will do my
best to answer it in the ten minutes al
lotted to me, but I will necessarily have
to skip through these thoughts hurriedly
and without detailed comment.
First I should like to repeat, perhaps
in a little different way, something that
Chairman Perrin said in his remarks—
that the public relations effect created for
the accounting profession by a staff or by
a committee on public relations is rela
tively small. It is the composite effect of
the activities of certified public account
ants everywhere that tell the real public
relations story. The kind of work a certi
fied public accountant does, the kind of
personnel relations he has with his em
ployees, the type of service he renders,
the way he keeps his office (little things
like the telephone voice that answers for

him—whether it is precise, mechanical,
or whether it is courteous and reflects an
attitude of service), the way he deals with
people and affairs in his community, his
relations with legislators—all of these are
what finally give the profession the pub
lic relations reputation that it enjoys.
Now it is true that a state society, its
staff, and particularly its public relations
committees, can develop programs and
pamphlets and give us the tools and ma
chinery to work with, and at times even
point the way. But I think it is well to
bear in mind—and I purposely repeat
myself—that the public relations effect
created is the composite result of what
all CPAs, everywhere, do as individuals.
It was with this thought in mind that
the Committee on Public Relations of the
California Society of Certified Public Ac
countants approached the public relations
problems of the profession in our state.
We developed, as have the American In
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stitute of Accountants and many other
state societies, a comprehensive longrange public relations program. Our pro
gram is divided into three phases of
activity. The specific phase I shall talk
about here has to do with how the society
can encourage participation of the indi
vidual CPA in its public relations
program.
The quickest way for me to tell you
how this phase has been developed is to
describe a basic document developed by
the committees on public relations of
our society and its chapters and ap
proved by our State Society Board of Di
rectors. A copy was placed in the hands
of each of our members, and as others
become members they receive it also,
along with certain other information
which we think will help them get ac
quainted with what their Society and
their profession are doing for them.
The foreword of this document tells the
member that in order for the public re
lations program of the Society to be suc
cessful the members must understand the
program. Each individual must know
what our program is and that he must do
something about it. The purpose of this
booklet is to show how he can do some
thing about it.
The first question we try to answer is
“Why Public Relations?” After explain
ing the reasons in some detail this section
concludes by quoting some findings of
the American Institute’s Council several
years ago. Most of you, I know, have read
them in The Journal and are familiar
with them:
“That certified public accountants are
not as widely accepted as members of a
profession as they should be;
“That public confidence in the inde
pendence of certified public accountants
is not as strong as it should be;
“That the general standing of certified
public accountants in their own commu
nities is not as high as the profession
would like it to be.”
Some of this we know, or perhaps sur
mise, but there is in these findings tangi
ble evidence of the need for a public
relations program.
The pamphlet tells the member that

public relations begins and ends with the
individual and that there are two ways of
spreading good public relations—the di
rect approach and the indirect approach.
In the direct approach the individual, as
the occasion arises in everyday contacts,
seeks to give information about his pro
fession of public accounting. In the in
direct approach, which is perhaps of far
greater importance, he seeks to make
known the worth of the public accounting
profession, and himself as a member of
that profession, less by the things he says
and more by the things he does.
Next the member hears something
about the society’s long-range program
developed by the Committee on Public
Relations. We tell him that the objectives
of the program are:
“Making friends for the profession;
“Insuring that business and the public
are more keenly aware of the value of the
services of the certificate holder;
“Forestalling any attempt to depreciate
the worth of the certificate, to the end
that the public accounting profession may
better serve the community, the business
of that community, and the system of free
enterprise.”
The member then learns that the pro
gram falls into two categories:
First, that which is essentially internal
and designed to provide inspiration, un
derstanding, information and leadership,
and to so arrange our own internal af
fairs that they will bear inspection by the
most critical.
Second, that which is essentially ex
ternal and is designed to convey the views
and opinions of the profession, thereby
fostering understanding and goodwill.
The member is urged to participate in
community services, of which there are
numerous types. The certified public ac
countant is peculiarly and particularly
well-equipped to render certain types of
services in the community and never has
there been and never will there be a time
when any community does not need the
services of all the capable people it can
find.
Taking part in his legislative program
was also urged upon him, and in connec
tion with that we found it necessary to
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point out to him what has already oc
curred to you—that all our public rela
tions activities tie together; that as you
educate the community you educate the
legislators; that as you know and influ
ence the businessmen you gain additional
strength with the legislators; and that as
you perform community service you
strengthen your position in the commun
ity. It all ties together and forms the
composite result that I mentioned earlier.
A reluctance has been found on the
part of many of our public accountants
to take part in any legislative activities
or to find out who was running for public
office in their communities, but we have
been able to interest some of them and
to make some progress toward making
them more active in legislative affairs.
Members are encouraged to work with
other groups; not to think of the public
as one big mass of people but to remem
ber that in public relations there are
many “publics.” We point out that the
“publics” which are the concern of CPAs
include trade associations, lawyers, busi
ness management, manufacturers’ associ
ations,
public
accountants,
internal
auditors, controllers, and many others.
We urge them to think not in terms of in
fluencing the broad scope of public opin
ion throughout the community but in
terms of influencing those publics of im
mediate concern to the certified public
accountant. And to this advice we add
that we do not suggest that the certified
public accountant must become a profes
sional joiner and take part in everything
in the community but that certainly, in
the normal course of time, the path of
every accountant crosses that of men who
are a part of these other groups, whether
it be by direct affiliation or by chance ac
quaintance, and it is when these paths
cross that public relations signposts may
well be erected.
In our pamphlet we then talk about
personnel. We tell our members that good
personnel relations is a very important
part of public relations and that the atti
tudes of the individuals employed not
only affect the labor cost and the quality
of work but influence clients in commu
nity activities. Sympathetic human rela
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tions between employees on the one hand
and the supervisor on the other will also
implement public relations.
A list of employee interests is outlined
and then a list of employee responsibili
ties. This is followed by comments on the
effect of the individual’s office—the quar
ters he occupies, the way he handles his
telephone and his correspondence. These
things all have an effect on public rela
tions.
Next our pamphlet tells the member
that “So long as the system of free econ
omy endures and competitive processes
govern our personal relations, the place
of the accountant must continue to take
on added importance,” and to that end
the profession of accountancy owes a re
sponsibility to the free enterprise system,
which is certainly a part of any public
relations program.
In conclusion, we urge our members to
take part in Society work and tell them
that their public relations result will no
doubt be directly proportional to the in
terest they show in the activities of their
profession and their society. We say that
“Research and study have convinced your
Committee on Public Relations that you,
the individual, are as essential and basic
to our public relations program as double
entry bookkeeping is to accounting.” We
ask each member to develop an interest
in public relations, to hold staff meetings
about our particular program, and to
think in terms of public relations of the
individuals in the community and in the
profession wherever he is and whatever
he does.
Now, what has been the effect of this
public relations program? It is an intan
gible thing—something that we cannot
measure. We know that neither this nor
any other program is a panacea for all
our public relations problems. We have
achieved no results so remarkable that
they stand above what has been done in
other states. But we do have certain rath
er concrete evidence—for instance, a 400
per cent increase in the number of news
items printed about certified public ac
countants—that we are slowly but surely
making progress.
Just one other thing I should like to
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say to you with respect to public relations
of the individual, and that is: We give to
public relations a lot of high-sounding
phrases. We talk about its techniques. But
though it is true that public relations is
a technique, a science, and in some re
spects an art, in the final analysis public
relations is human relations.
Public relations is the human relations
of the individual wherever he may be,

and without attempting to inject a note
of theology into this talk I should like to
say that, after all, the basic law of human
relations is “Do unto others as you would
have them do unto you.” That is the sort
of thinking, whether it be done by a cer
tified public accountant, a lawyer, a
banker, or a member of any other spe
cialized group, that will develop good
public relations for that individual.
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Why Regulatory Accounting
Legislation Should Be Extended
by L. C. J. Yeager, CPA
Partner: Yeager, Ford & Warren

states, we have accountancy laws which
in
may be classed as good, fair, bad, and
which I am to present the case for
and, even in some of the states
extension of regulatory accounting legisterrible;

which have good regulatory accountancy
lation, I wish to make it clear that my
laws, it is sad to note that sufficient funds
advocacy is strictly limited to the type
for adequate administration have not been
of dying class legislation embodied in
provided.
the so-called model bill prepared by the
Despite the fact that many so-called
Institute committee on state legislation
regulatory bills on the statute books today
and submitted in 1945, with the changes
are far from being wholly desirable, in
thereto which we now have on the statute
reply to a questionnaire mailed by me
books of the Commonwealth of Kentucky.
The model bill is the only one that rep to Institute members in seventeen states
outside Kentucky, where some type of
resents the combined efforts of our pro
regulatory legislation is on the books, out
fession at the national level and outlines
of 488 replies received, 403 favored a
a course of action for all the states
whereby all persons now holding them regulatory accountancy provision; and not
from a single state, although the law of
selves out to the public as public ac
countants would come within the jurisdic the particular state might leave much
to be desired, was the opposition to regu
tion of the State Board of Accountancy
and would be required to observe pro lation even close to the number of those
in favor of it.
fessional rules of conduct, to the end that
I point out this preponderence of senti
over an orderly period the practice of
ment coming from the so-called regulatory
our profession would be limited to CPAs
states since these opinions are based upon
by examination.
experience. In advocating the extension of
When I began the preparation of this
paper advocating the extension of regu regulation to the remaining states, my
principal argument is that it is inevitable.
latory accounting laws to the twenty-nine
This statement has been characterized by
states where only permissive legislation
one highly placed in our profession as a
is on the statute books, I was unaware
that the accountancy laws of the nine “violent assumption,”—and this, despite
the fact that there is a national movement
teen states which comprise the so-called
outside the CPA group to foster regulatory
regulatory group represented a hodge
public accounting legislation.
podge of confusion; therefore, at the
Most opponents of regulation will
outset I wish to severely limit my espousal
frankly admit they realize that it must
for regulatory accounting legislation.
come eventually, but that either the pres
I find that within the group of nineteen
t the outset of this discussion

A
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ent is not a propitious time or in their
thinking, the present cost is too high. As
if the cost to a succeeding generation
would be less!
To be perfectly frank about it, the
principal force against regulatory legis
lation is the spirit of “let well enough
alone.” It is difficult to argue the merits
of such a philosophy. We owe much, and
I believe we are grateful, to our progress
ive predecessors who didn’t “leave well
enough alone.” Instead, they saw to it that
laws were enacted in every state, creating
the professional title, CPA; they founded
and fostered the American Institute; they
established our right to practice before
the Treasury Department; and countless
other benefits we now enjoy.
The question whether public accounting
is or is not a profession was a matter of
serious debate a half century ago, but
in the year 1951, not only is there unity
among accountants on this issue, but I
feel safe in making the statement that
the informed public, and probably the
public generally, has accorded us pro
fessional status.
In studying or discussing the matter
of professional status, we inevitably turn
to the older professions; principally, med
icine and law, to see how they have
handled their respective problems, which
might parallel our own. It would indeed
be odd to envision this year’s meeting of
the American Medical Association debat
ing the question of whether their prac
titioners should be licensed, with eminent
medical authorities upholding the nega
tive. In other words, although we know
that, just like medicine and law, our
profession will have to be regulated some
day, we are today here debating the ques
tion. Now just how much weight would
be given the suggestion that the similar
issue be debated at the next annual meet
ing of the American Bar Association?
Of course, the opponents of acknowledg
ing this last step necessary to full pro
fessional status would have you believe
our problem is so beclouded with fringe
issues as to make it not comparable to
the others, but they ignore problems as
nonexistent that had to be met by others,
such as dental mechanics, notaries public,

registered nurses, homeopaths, osteopaths,
chiropractors, and physiotherapists.
In 1945, when our Society was debating
the merits of a regulatory act, I was one
of the leaders of the opposition. Far from
being ashamed of being a turncoat to
my old school of thought, I am humbly
and sincerely thankful that I was in the
minority. All the fears and dread pre
dictions, were, no doubt, dished out by
me then with pious sincerity, or with
the conviction of inexperience.
The sound reasoning for the dying
class type of regulatory legislation is that
through it, in the orderly course of about
one generation, the practice of public
accounting will be confined to CPAs and
through it, at once, a professional code
of ethics can be instituted and enforced.
Since it would be unconstitutional to put
the practicing noncertified man out of busi
ness, in order to license the practice of
our profession, we are left but two alter
natives: either grant him a certificate by
waiver, or create a second legalized class;
namely, the Public Accountant.
Most professions took the first course
of action in establishing state regulation.
Largely because the number of applicants
under a “grandfather clause” might out
number the CPA body, the accountants
generally have favored the two-class idea.
I can agree with this thinking, provided
the public accountant group be closed
immediately after the law becomes effect
ive, and that it be thereafter a dying
class. Thus, the creation of a second class
of legalized practitioners is a constitutional
necessity to avoid issuing certificates by
waiver in such numbers that the results
of fifty years of building respect for the
certificate would be jeopardized. But—to
continue the licensing of a second class
would be detrimental to the public, to
the CPAs, and even to the public ac
countants granted registration under the
grandfather clause. There can be no ulti
mate goal of a future “all CPA” pro
fession in such legislation, and, as this is
the underlying purpose of regulatory leg
islation, your state would be far better off
without regulation than with a meaning
less law far more harmful than a law
merely providing for CPA recognition.
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In preparing this paper, I have received
countless letters from CPAs now practic
ing in regulatory states. From them, among
other things, I have learned that there are
three unfavorable aspects in embracing
accountancy regulation, all of which can
be overcome by any state planning it.
They are:
1. Lack of enforcement
2. Abandon in the issuance of PA li
censes
3. Ignorance of the law
Before the state goes regulatory, the State
Board has, as its principal function, the
proctoring of two examinations annually
and the awarding of certificates to suc
cessful candidates. Usually when a regu
latory act becomes effective, the personnel
of the Board remains substantially the
same, but overnight their duties and re
sponsibilities increase a hundredfold.
They are now in the business of super
vising the licensing of a group sometimes
running into thousands, screening each
and every applicant for PA registration,
promulgating rules of professional con
duct, interpreting the statute and writing
regulations, investigating complaints, keep
ing their licensees advised of their ac
tivities, running down violators, and
countless other duties.
The operation of the American Institute
costs approximately $30.00 per annum per
member, yet most of the regulatory states
have provided about $5.00 per annum per
licensee for the administration and en
forcement of the act. It positively cannot
be done adequately for so trivial a sum,
and you are better off have no law than a
law not enforced.
Since most Board members are men
busy making a livelihood in practice, it
is unrealistic to go headlong into regula
tory legislation, hoping everything will
come out all right, and that the Board in
its spare time will see that it does. To
have a successfully functioning law, most
states will require the services of a highclass administrator on a full-time basis.
If your proposed law does not provide for
financing such administration, change it.
The satisfactory administration of a
regulatory act requires the active partici
pation and cooperation of all the persons
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registered. A State Board must rely to
a very great extent on its own licensees
to report any infractions of the law or
any violation of the rules of professional
conduct and it must follow up all such
reports promptly and efficiently. In this
connection it is amazing to note that the
Board in one state, where two-class regu
lation got sadly out of hand from lack of
enforcement, has a rule today that if a
complaint is made to the Board and the
complaint is not upheld, the complainant
must defray all the costs of the investiga
tion; and further, the Board may require
that with the filing of a complaint a
certified check for $100.00 be tendered
as a good faith deposit. Draw your own
conclusions!
Much criticism arises over the liberality
in granting PA licenses. The model bill
provides for the licensing of individuals
who at the effective date of the act are
holding themselves out to the public as
public accountants, and who are engaged
within the state at that date in the prac
tice of public accounting as their princi

pal occupation.
If these provisions are incorporated into
the law and rigidly adhered to, the num
ber of licenses issued would be a fraction
of the number issued normally by a state
going under regulation. Remember, after
the state goes regulatory, the Board must
determine almost from day to day whether
certain acts come within the purview of
its law. If these same tests were applied
to each individual application for a PA
license, what a different condition many
states would have. In other words, “Is
the applicant for a PA license now doing
something that, if continued, would con
stitute a violation of the law?” If the
answer is NO—then you deprive him of
no rights by refusing a license.
The licensing control I am discussing
is possible only under circumstances
where the CPAs take the initiative and
foster their own regulatory legislation.
The picture is different when the forces
of the “let well enough alone” school
dominate a state and the CPAs sit idly
by and murmur “all is well,” while a
group of organized public accountants
and government employees are getting
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ready to throw a bill into the legislative
hopper. Then the rudely awakened CPAs
start compromising and take the best bar
gain they can get—which usually isn’t
at all what they would have asked
for had they taken the initiative. “Go
West young man, go ‘fur’ West;” and
you will find a golden state with climate
so fair that public accounting is practiced
from open air vegetable stands, or maybe
there just isn’t office space for its exclu
sive group of 13,000 registered Public
Accountants.
Much of the reckless abandon in hand
ing out PA licenses is directly attributable
to ignorance of the law, both on the part
of Board members and on the part of
people rendering bookkeeping and tax
service who mistakenly think they are
affected by it. Although no court has
ever held that a CPA certificate or a PA
registration confers a license to practice
tax work, per se, and while the word
T-A-X does not appear in the model bill,
nevertheless, the great majority of li
censees of the Kentucky Board (and I
think this is true of most regulatory juris
dictions) believe that anybody making up
tax returns without a license from the
Board is violating the law.
Another sore subject is the matter of
bookkeeping service. The model bill in its
essence forbids unlicensed persons to hold
themselves out as public accountants, or
to sign opinions to financial or accounting
statements, except those of their own
enterprises. Thus bookkeeping and tax
service, as such, do not come within the
purview of the bill.
This ignorance of the law is not just
among the PAs. It is shared just as gen
erally by the CPAs. If your state is con
sidering regulation, I advise those of you
who may be sponsoring it to fully advise
all concerned that bookkeeping and tax
service are not functions that of them
selves require a license from the State
Board of Accountancy.
The chief bugaboo of opponents to reg
ulatory legislation is the fear that the non
CPA group will immediately begin ad
vocating legislation for waiver CPA
certificates. Since abortive efforts of this
kind have been going on in the non-

regulatory states for nearly half a century,
just how does professional regulation in
crease this danger, and how does opposing
regulation guard against it? The oppo
nents argue that the licensing of PAs
will all at once make all PAs aware of
the others, and will of itself engender
the organization of a lobby inimical to
the interests of the CPA.
Again we see the fear caused by in
experience. As a matter of fact, both in
Ohio and Pennsylvania, where there is no
regulation, there are organizations of pub
lic accountants far more active than in
Kentucky, where public accountants are
licensed.
The principal objection to regulatory
legislation, in my opinion, is professional
immaturity. As I have said before, the
only sound argument for regulation is
the future goal of a profession, composed
only of qualified CPAs by examination.
It takes a long time to achieve this ul
timate goal, and the longer you put off
starting, the more distant the date of
realization. To initiate the program calls
for the legalizing of a number of prac
titioners not now dignified by license. If
the CPAs of your state are not willing
to accept this compromise in good spirit,
they as yet may lack the professional ma
turity to initiate the plan.
Now let us get to facts. On June 19,
1946, the Kentucky Accounting Act be
came law. It was almost identical to the
model bill. It provides for the appoint
ment of a three-man Board by the Gov
ernor, composed of certified public ac
countants in active practice. Whenever an
appointment is to be made, the Kentucky
Society of Certified Public Accountants
shall submit to the Governor the names
of three persons qualified for membership
on the Board, and the Governor shall
appoint one of the three.
The Board is empowered to adopt reg
ulations and to promulgate rules of pro
fessional conduct. The funds of the Board
do not revert to the general funds of the
state. Experience and education require
ments prerequisite to the examination vary
from a maximum of six years actual
public experience for the non-college
graduate to two years actual public ex
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perience for university graduates, who
have completed stipulated courses of study
in accounting, business law, economics,
and finance.
The bill provided for the registration as
public accountants of those persons resi
dent or having a place of business, or
employed within the state, who, at the
effective date of the Act, held themselves
out to the public as Public Accountants,
and who were engaged within the state
at that date in the practice of public ac
counting as their principal occupation. A
later amendment added certain employees
of the Treasury Department to this cate
gory.
Our original bill provided for an annual
permit fee of $5.00. This annual fee was
not required if the registrant were not in
practice as a principal. An amendment in
1950 increased such fee to $15.00 per an
num, and provided for revocation of regis
tration after three years of nonpayment.
The customary revocation clauses for
fraud, dishonesty, etc., are incorporated in
the bill, including penalties for violation of
rules of professional conduct promulgated
by the Board.
A certified public accountant may so
style himself, or use the abbreviation,
CPA. A public accountant may so style
himself, but may not use the abbreviation
PA. or any other abbreviations likely to be
confused with CPA.
Corporations may not practice public
accounting, nor may an individual adopt
or use a name, indicating a partnership,
unless it is a partnership in fact and as
such is registered with the Board. Our law
also includes the recommendations of the
model bill establishing the ownership of
the accountant’s working papers, exemp
tion from jury service, and privileged com
munication.
Now for the score sheet: On July 1,
1946, 213 CPAs were on our roster, as
compared with 512 licenses issued as pub
lic accountants; thus, at the outset, due to
what has been criticised by some as laxity
in the issuance of public accountants’ li
censes, the CPAs were outnumbered well
over two to one. Of our original 512 public
accountant licensees, five years later, 61
have passed the CPA examination; 52
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have surrendered their registration, died,
or dropped from the rolls otherwise; and
112 have failed to take out registration for
the current year, thus reducing the number
of public accountant licensees holding ac
tive permits for the year beginning July 1,
1951, to 287, as compared with 411 CPAs
who have taken out permits for the cur
rent year.
Of the 287 public accountants who have
taken out permits for the current year, the
records of our Board indicate that 172 are
in active practice, or employment, and 115
are otherwise employed.
When the State of Kentucky licensed its
public accountants in the preliminary step
necessary to having an “all CPA by exam
ination” profession in the future, we knew
we were giving our public accountants a
license which was in its essence as legally
powerful as our own, and yet we gave
nothing, since the same persons were, more
or less, legally entitled to do what they
were doing, and are now doing, as much
before the passage of our bill as after.
We have combed the Kentucky statutes,
and have found that there are three rela
tively unimportant duties, which may not
be undertaken by Public Accountants, but
only by CPAs. One is to hold the position
of Assistant State Auditor. The second is
to audit the funds of the State Revenue
Bridge Bonds, and the third is to audit the
accounts of Jefferson County, in which the
city of Louisville is located. With these
minor exceptions, the public accountant’s
license in Kentucky empowers him legally
to do all things which the CPA may do,
and, as I have said, our Board administers
the law equally for CPAs and public ac
countants alike.
Do our CPAs like our type of legisla
tion? and what do they think the effect of
it has been upon the value of their certifi
cates? In reply to a questionnaire to all
the CPAs of our Board, 145 replies have
been received, of which 140 favored an
accountancy law, such as we now have in
Kentucky, providing for a regulated pro
fession, as against a return to the old type
of permissive legislation. Only 5 out of
145 did not agree. This in itself is to my
mind one of the most conclusive endorse
ments for the particular type of account
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ancy regulation that I am here advocating.
Because their opinion is based not upon
hypotheses, forecasts, fears, imaginings,
spooks, haunts and goblins, but based upon
five years of actual experience.
What do our public accountants think of
our law? Of 129 questionnaires returned,
126 were in favor. This too is almost a
unanimous expression of opinion.
Now for the argument against regulation
that, once licensed, the public accountants
will immediately organize for the purpose
of securing waiver certificates for them
selves. In 1949, three years after the bill
had been in effect, we found that we could
not adequately administer our law on so
trivial a permit fee as $5.00 per annum.
We circularized our registrants, advising
them of this view, asking whether they
favored increasing the permit fee to $15.00
per annum. The overwhelming vote was to
increase the fee to assure adequate ad
ministration of the law, and not one of our
public accountants suggested at the time
of such amendment that it also include
any provision for waiver certificates or
any weakening of our accountancy law,
and thus one of the principal fears that
we hear expressed by the opponents of
regulatory legislation proved to be the
usual ghost.
What has been the effect upon the value
of a Kentucky certificate as a result of our
regulatory law? Of the 143 expressions
received on this question, 123 stated that
they felt their CPA certificates had been
strengthened; 15 indicated that they felt
there was no material change as a result
of the adoption of a regulatory law; and
only five certificate holders out of 143 indi
cated that they felt the value of their certi
ficates had been weakened. In all fairness,
I believe you could hardly take a vote on
any question under the shining canopy of
heaven without finding at least five dis
senters out of 143.
The Kentucky Regulatory Act has ele
vated standards and has put the practice
of our profession on the most ethical basis
we have ever known. Our rules of profes
sional conduct have been unified as much
as possible with those of the state society
and those of the American Institute; how
ever, the rules of the Kentucky State

Board can and do go much further, with
respect to the questions of competitive bid
ding and advertising, than do those of
the American Institute. At the outset, it
was necessary to penalize some who were
highly placed in our profession in the
enforcement of the rules of professional
conduct, but this unpleasant duty once
performed, the enforcement job became
much easier.
I take off my hat to the public account
ants for their splendid conformity, and in
all candor I must report that we have had
relatively more infractions disclosed on
the part of CPAs than public accountants.
Competitive bidding, insofar as is
known, has been completely eradicated.
This was a particularly sore subject with
respect to the audits of municipalities.
Under our state law, all cities of the sec
ond, third, and fourth classes must be
audited annually by qualified public ac
countants. It was the opinion of many city
officials that the law required them to take
bid proposals for these engagements. At
the request of our Board, our Attorney
General has ruled that not only is this
not required but actually should not be
done. Also at the request of the Board,
the Attorney General has ruled on the
question of qualified public accountants
for work of this nature, and he has de
fined the term in effect as referring to a
registrant of our Board, thus clarifying the
position of our Public Accountants with
respect to these municipal audits.
When our Board last circularized the
cities regarding conformity with the stat
utes requiring audits, it was reported that
13 were being audited by our public ac
countants.
Now let us review our own experience
with respect to the primary arguments of
the opponents of regulatory legislation.
They say it is unnecessary. But the in
formation that I have on the membership
of the National Society of Public Account
ants indicates that it is by and large far
more active in states that do not have
regulatory accounting legislation similar to
the model bill. Those who are unwilling to
embrace the idea of regulation of the
type that I here advocate, I advise to go
home and sit smugly by, and do nothing
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about it; and an organized lobby of public
accountants will write and introduce a bill
that will be far from their liking.
Another argument against regulation is
that it will confuse the public. This argu
ment has absolutely no basis in fact, if
you take the initiative and introduce the
type of legislation which I describe, be
cause under it you will license only those
persons who are now holding themselves
out as public accountants, to use exactly
the same title that they are now legally
using.
Another fear is that it will increase
legislative activity and thus threaten the
high standards set by our profession. It
has been our experience that the opposite
is the result. Practitioners in Kentucky
who have been dignified by receiving li
censes as public accountants are well
aware of the prestige and franchise which
such license confers. They are well aware

that to secure a license today, an appli
cant must meet all the requirements of
our Board. To weaken these standards
weakens the value not only of a CPA certifi
cate but of a public accountant’s license,
and I feel that we have added to our CPA
ranks another group to help us maintain
our standards rather than to lower them.
In summary, I advocate the extension of
regulatory legislation as embodied in the
model bill: first, because it is inevitable
if our profession is to attain the profes
sional status of the older professions;
secondly, because it immediately enables
the state group to establish and enforce
rules of professional conduct necessary for
genuine professional recognition. I recom
mend that it be enacted in an orderly and
constructive manner, rather than under
compulsion to compromise with an organ
ized lobby whose legislative proposals will
long mire the profession within the state.

Poll of CPA Opinion Concerning State Regulation
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of
regulatory accountancy legislation
became aroused in 1946 when I, as
member of Council of the Pennsylvania
Institute, was unable to get satisfactory
answers, from a CPA’s viewpoint, to ques
tions that ocurred to me in considering the
advisability of introducing regulatory leg
islation in Pennsylvania. I then became
suspicious of the desirability of regulatory
legislation and delved into the matter for
myself. Frankly, the more I researched and
followed the legislative sessions in the
various states on this matter, the more I
realized that regulatory legislation as a
whole has failed where it has been tried
and is not the solution to our problem.
My remarks will be divided into four
categories:
1. Definition of regulatory legislation
2. Why regulatory legislation has failed
3. Legislative background
4. A sounder program than regulatory
legislation
y interest in the negative side

M

Definition of Regulatory
Legislation
Regulatory legislation governing the
practice of public accountancy is legisla
tion more or less similar to the model
bill drafted by the American Institute of
Accountants which incorporates the follow
ing points:
1. Restriction of certification of financial
30

statements eventually to Certified Public
Accountants.
a 2. Prescribing rules of professional con
duct.
3. Licensing at the inception of the law
of individuals without demonstration of
qualifications or competency.
4. Restriction of use of “Certified Public
Accountant” or “Public Accountant” to
CPAs and licensed PAs.

Why Regulatory Legislation Has
Failed
After an extensive study of accountancy
legislation, I can come to only one con
clusion; that regulatory legislation has
failed and is not the solution to our
legislative problem. I will endeavor to tell
you how I reached this conclusion. Let's
look at the record. Past opinions should be
discarded and we should approach this
problem objectively rather than subjective
ly.
The primary objects of regulatory legis
lation are to close the profession eventu
ally to certified public accountants and to
improve the caliber of professional work
and conduct. Many of you will agree that
these are worthwhile objectives, but have
they been accomplished?
First, the restriction on practice of pub
lic accountancy as I defined regulatory
legislation is limited to the certification of
financial statements. For most of us, the
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certification of financial statements is
only a part, in some cases a small part,
of our professional practice. There is
therefore no attempt to cover a large part
of our practice. Since there appear to be
good reasons why this is not attempted,
closing the profession cannot possibly be
attained, theoretically. The AIA committee
on state legislation report of April 1948
states that under its model regulatory bill
“Other practitioners calling themselves by
other names could continue to render ac
counting services of other kinds.” Who is
going to police these other practitioners to
see that they do not step over the line?
Second, I have been unable to find any
regulatory state in which there are no
unlicensed public accountants. It is true
that in some of the original regulatory
states, which did not later grant certified
public accountant certificates by waiver,
the number of licensed public accountants
remaining today is small, but it is also
true that these states have many, in cases
thousands, of unlicensed public account
ants by various names. This is conclusive
proof that regulatory legislation has not
closed the profession.
A most significant development in the
discusssion on regulatory legislation at the
Spring, 1948 council meeting was the
statement by representatives of three old
regulatory states—North Carolina, Virgin
ia, and Louisiana—to the effect that they
did not want the AIA to favor and advo
cate regulatory legislation for fear that it
might stir up the unlicensed public ac
countants in their states to press for state
recognition.
Third, has the professional work and
conduct been improved by regulatory legis
lation? For constitutional reasons, thou
sands are licensed at the inception of the
regulatory law without any demonstration
of their qualifications or competency. Sure
ly, state recognition of persons outnumber
ing the certified public accountants in the
particular state without any test of the
individual’s competency cannot improve
professional work or conduct. On the con
trary, it dilutes the quality of professional
work and conduct to the extent of the in
competency of the persons so licensed. You
cannot improve ability or righteousness by
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simply granting a license. That must come
by education and from within the individ
ual!
A survey made by Mr. Harry Prevo of
the firm of White, Bower, and Prevo,
while he was a member of the committee
on auditing procedure of the American
Institute, disclosed an alarming degree of
nonconformity to basic auditing practices
in the Detroit area. The significance of
this survey in relation to the present
question rests on the fact that Michigan
has had regulatory legislation for 25 years.
To date no facts have been offered to
substantiate the claim made by propo
nents of regulatory legislation that the reg
ulatory bill will improve or has improved
the ethics of the profession.
Fourth, proponents of regulatory legis
lation have argued that this initial licens
ing of honest-to-goodness public account
ants is a necessary bridge to cross and
that it is a worthwhile price to pay. But
a study of the standards set up initially
by states that enacted regulatory laws indi
cates that few states, particularly in recent
years, were able to select by any real
standards the public accountants they li
censed. I think you will find the policy
has been to lean over backwards to avoid
any controversy or litigation with appli
cants. History in the regulatory states has
taught us that this bridge and higher price,
as fraudulent as they are in the public in
terest, have not remained fixed. The bridge
has been extended and the price has in
creased further!
Proof of this statement is found in spe
cific acts of the legislatures in various
regulatory states which have extended the
time for initial registering, or have author
ized the addition of public accountants to
the state board, or have authorized the
practice of public accountancy by other
than CPAs and licensed PAs, or, worst of
all, have granted CPA certificates by
waiver. These states are:
Early regulatory states: Florida, Mary
land, Michigan, North Carolina, and Ari
zona.
Recent regulatory states: California and
Texas.
Regulatory legislation has therefore turned
out to be a compromise. As Judge Lan
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gan, Legislative Counsel for the Massa
chusetts society, has said: “There is a
standard that must be observed, and any
compromise with that standard or prin
ciple can only in the future lead to more
compromise.”
The only proper justification for licens
ing of members of a profession is protec
tion of, and benefits to, the public. A
legislature might seriously mislead the
public and impair the credit and financial
structure of the state by giving unqualified
persons a certificate or license indicating
that they are qualified to certify finan
cial statements. The extent of certifying
of substantial financial statements done
by non-certified public accountants is not
worth the price that the certified public
accountants are asked to pay for regu
latory legislation.

Legislative Background
I am sure that the sponsorship of reg
ulatory legislation by its proponents had
been taken with the best of intentions,
but I am equally sure when we look at
the record that it has not turned out as
contemplated. Conditions during the past
decade have been less favorable than con
ditions existing when the first regulatory
laws were adopted. The first ones have not
delivered the goods and the more recent
ones seem to be having greater legisla
tive difficulties. Therefore, as rosy as the
argument “Let’s close the profession” may
seem, the result is the dilution of the value
of what certified public accountants have
earned by hard work and good faith under
existing state law by giving away certifi
cates as public accountants to unknown
numbers of unqualified persons.
Mr. Yeager has said, in effect, that if
you do not have a regulatory law in your
state you had better get one so that you
can get it the way you want it; otherwise
the public accountants will get one through.
This has been said before, but to me the
statement is without logic. If the public
accountants are going to be able to get
their own regulatory bill enacted because
we are not able or willing to stop them,
then how in the name of common sense
are we going to be strong enough to keep
them from amending- our CPA regulatory

bill, either when it is being enacted or at
a subsequent date? History in our regu
latory states proves that these two things
have actually happened. “Vigilance is the
price of liberty”; there is no “secured”
position to which we can retire.
Mr. Yeager has recommended that we
limit the licensing to men who are prac
ticing public accounting, but this limit
ing has not been attained in the recent
regulatory states.
Let me tell you about four states in
1951:
I refer you to the recent attempt to get
a regulatory law by the New York CPA
Society. While on the American Institute
Council, I discussed with some New York
CPAs the difficulties of limiting the li
censing to honest-to-goodness public ac
countants and the experiences of other
states. These men indicated that they felt
they could handle the situation differently
in New York, but after they were in the
legislature they found that they could not.
They found that government accountants
had sufficient influence to interfere with
this bill and, of greater importance, that
the Board of Regents was and is strongly
opposed to the principles of two-class
legislation.
In 1951, the Massachusetts Legislature
rejected for the second time a PA regula
tory bill. The first time up, the Massachu
setts CPA Society opposed the bill, but
this year they went along with it. Not
withstanding support by the Massachusetts
CPA Society, the legislature rejected twoclass regulatory legislation. This CPA sup
port was not unanimous, however, as many
certified public accountants individually
opposed the bill.
The members of the Pennsylvania Insti
tute in 1946 overwhelmingly rejected any
regulatory or two-class legislation which at
the time was strongly advocated and rec
ommended to the Institute. The Institute
held that we cannot defraud the business
public of Pennsylvania by licensing per
sons without test of their qualifications or
competency. The soundness of this deci
sion has been proven by subsequent de
velopments. The Pennsylvania Legislature
in 1951 rejected a PA Regulatory Bill for
the second time and an Oliver Bill for the
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second time. We in Pennsylvania have
also learned, that the leaders in the public
accountants’ society have been unreliable,
and it would have been utter folly for us
to attempt to collaborate with them for
any special-privilege legislation.
The state of Kansas passed a new per
missive bill and successfully defeated a
PA regulatory bill, which is an excellent
demonstration of what can be done.
You can therefore see from these states’
experiences why I do not agree that regu
latory legislation is inevitable. Further
more, there seems to have been more legis
lative activity on the whole in regulatory
states than there has been in the permis
sive states, and there has been more diffi
culty in holding the line in regulatory
states. A permissive law which does not
attempt to set up a closed shop can be
more easily defended against undesirable
amendments than a regulatory-type law.
Likewise, the bills introduced by the pub
lic accountants in 1951, as a whole, have
been milder than for several previous leg
islative years. Proof of these statements is
in the current report of the committee on
state legislation, which says: “Actually,
the number of bills introduced on this
subject was slightly under the 1949 total.
. . . The reduction from 1949 is appar
ently due in part to the fact that state
associations of public accountants have
been considerably less active in pushing
permanent two-class legislation. All such
bills introduced in 1951 were defeated.”
Has it occurred to you that perhaps the
peak of attack upon our profession has
been reached if we do not fumble the ball?
These observations are based on legisla
tive activity throughout the nation.
At this point I want to pay tribute to
the Massachusetts CPA Society Legisla
tive Counsel, Judge Langan, who very apt
ly said: “If there were ever a need for this
regulatory type of legislation, it was in the
years we are past, for now more than ever
the aspirants for the certificate of certified
public accountant are obtaining a college
education. They are coming to the exam
ination for a CPA more and more pre
pared with a college degree; and now,
more than ever, on principle, the stand
ards should not be lowered, nor the repu

33

tation, nor public trust in the CPA weak
ened.
“It is, in my opinion, their further be
lief that they should come into the pro
fession with training and preparation that
will serve the public well and permit them
to attain such excellence in their chosen
profession that they will earn the respect
of those seeking the services of qualified
men to handle their accounting problems
and needs.
“These men are coming into the pro
fession in greater numbers, willing to meet
all the standards required. Accounting has
not the right to allow, nor legislation to
permit, even by indirect action, a lower
ing either of standards or public confi
dence in the status of Certified Public
Accounting.
“An analysis would show that the ma
jority of those competent non-certified men
who truly represent their segment of
the profession are not wholeheartedly
in favor of such legislation, because they
realize that it will injure their standing,
too. They are not too fond of the company
in which they would find themselves after
such legislation might be passed. Such
analysis would show, rather, that a wellorganized minority seek in place of com
petence and diligence and ability, as a test
of recognition, to substitute an easy, un
earned and unproven method.
“One of the fundamental difficulties with
regulatory legislation is that any bill
leaves a fringe group. If the definition of
practice included in a bill is sufficiently
broad to encompass a large segment of
PAs, dilution results. If it is narrowed, the
marginal group is greater. In the course of
time this excluded group becomes more
vocal, better organized, begins to press for
recognition, and we are again faced with a
crisis. Such is the inevitable consequence
of appeasement.”
History in the regulatory state proves
the judge’s advice.

A Sounder Program Than
Regulatory Legislation
Last year at Boston we heard several of
our members place great emphasis on
strategy. I am in favor of strategy, which
brings me to Part 4 of my remarks. I feel
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that when one criticizes a proposition, he
should offer an alternative solution.
Non-certified public accountants must be
serving the business world and earning a
reasonable livelihood or else they would
seek other employment. Whether they are
serving the business world well is another
question. Some of them unquestionably are,
others are getting by, and thousands fall
by the wayside. Is their existence and gain
ful employment the result of the CPA pro
fession’s having grown more slowly than
the need for public accounting services has
grown by reason of our expanding and
changing economy, taxation, and govern
ment regulation? It seems to me that the
answer to this question must be in the
affirmative, at least in part. If so, can we
remedy the cause by legislation prohibit
ing new non-certified public accountants?
The obvious answer seems “No”. Early
regulatory states have proven it is “No”.
Isn’t the solution an economic one; name
ly, get more and better certified public
accountants? If the certified public ac
countants’ profession increases its ability
to handle the public accounting needs, I
am firmly convinced that it will on the
whole be given the first opportunities; con
sequently, the noncertified public account
ing group will start to dwindle. The prob
lem is an economic one and not a legislative
one. You cannot tell a business man
whom he must employ for his accounting
any more than you can tell a sick man he
must seek a doctor instead of buying some
patent medicine at the drug store. The
business public is protected by the stand
ards that have been developed for the
certified public accountants’ profession;
therefore, the business man has a place to
go if he so desires. Regulatory legislation
is not necessary to punish accountants for
fraud or gross negligence. Such punish
ment can be imposed under the provisions
of other laws, such as the Pennsylvania
Auditors’ Liability Law.
A little repetition on this point will do
no harm. In 1948, the Legislative Commit
tee of the Pennsylvania Institute of Certi
fied Public Accountants phrased the solu
tion this way:
“This Committee believes that the prob
lem of attacks upon CPA laws can better

be solved by a fair and equitable permis
sive-type law, supported by an alert and
aggressive profession of certified public ac
countants who devote their abilities and
energies of serving the public. If we dis
pel ‘fear’ and dedicate ourselves to en
larging the profession of certified public
accountants with better trained and quali
fied men to meet the increasing demands
for our services, we should, under the
American system of free enterprise, further
develop the prestige and standing of the
Certified Public Accountants so that in due
course, we, as the profession of certified
public accountants, can achieve such pres
tige that most business men will insist
upon going to certified public accountants
and will not be content with uncertified
men. Instead of fearing the public ac
countants, we should do such a job that
business men will be afraid to go to the
public accountants as they will feel that
they cannot afford to do so. Such a pro
gram will require, in addition to our activi
ties in the past, a sound and extensive
public relations program, a greater ad
herence to our code of ethics, and a further
improvement in some of our standards.”
You may ask about ethics of public
accountants. The legal advice that the
Pennsylvania Institute has received with
respect to having the state board rather
than the state society police professional
ethics has been in the negative. There are
few, if any, cases where state boards’ rights
to enforce professional ethics have been
upheld by the courts.
We complain about too much regulation
of our business life from Washington, yet
the proponents of regulatory legislation
present as one of their arguments, state
control of professional conduct.
As to anyone calling himself a public
accountant, which is distasteful to some of
us, there may be other solutions. Legisla
tion prohibiting the use of the similar
term, without depriving such persons of
their livelihood should be considered. The
constitutionality of an amendment pro
hibiting the use of the title of public ac
countant by others than CPAs should be
investigated thoroughly. The distinction in
the public’s mind between certified public
accountants and public accountants is

Why Regulatory Accounting Legislation Is Unsuccessful
greater than the legislative committee re
ports in the past appear to acknowledge.
After fifty years of our CPA laws, I do
not believe that certified practitioners have
been so unsuccessful in establishing their
superiority that the public would just as
readily engage uncertified public account
ants and hold certification by them on an
equality with men who have met the test of
the certified public accountant.
I am one who feels that our legislative
problems are not quite so difficult as
many of us think, and not inconsistent with
this view is my thought that we do not do
enough about them. This requires a little
explanation. The certified public account
ing profession has made remarkable
strides and, I believe from my recent ven
ture into politics, is held in higher esteem
than many of us recognize. But the job
that has been well done could have been
better done, particularly with respect to
public relations. We CPAs have kept too
much to ourselves. We have been so busy
earning a living and solving problems for
our clients that some incompetent appli
cants or lazy, would-be applicants for the
CPA examination have made a louder im
pression on enough legislators than we in
our quiet and modest manner. Some of us
therefore take a defeatist attitude. The
solution is not to succumb to this situa
tion but to increase our resistance to such
malicious attacks. I think that until com
paratively recently, we have not, as a
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whole, met our civic responsibilities. If we
do so, we will gain the confidence of
these legislators and they will turn to us
when they are in trouble or need help that
we can give to them. Then, later, they will
be willing to listen to our problems.
Time here does not permit a detailed
account of how to accomplish this, but
make no mistake about it, it can be done
if we put our energy to that task.
The Pennsylvania Institute has given an
outline of what I believe represents our
best solution. It is working in Pennsyl
vania. By one of those ironies that so
often thwart the plans of men, the regula
tory bill, created as a device to draw the
uncertified and certified public accountants
together, has become the wedge by which
the certified public accountants are being
split into two blocs. Surely our profession
has the ability within its members and at
its command successfully to prosecute
this program, if we stop debating and con
suming our energy on the pros and cons
of regulatory legislation and if we give this
legislative problem the same careful
thought that we give our clients’ problems
as certified public accountants who are
men experienced in examining documented
facts—not hopes and wishes. There is no
reason why the strong position of the CPA
profession cannot be further strengthened
so that the objective of the American In
stitute legislative committee can be accom
plished without regulatory legislation.
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Standardizing Requirements for

CPA Certificate
by Donald P. Perry, CPA
Lybrand, Ross Bros. & Montgomery
In contrast to education and experience,
the requirement of a written examination
has achieved the highest degree of uni
formity. In 1952 it is expected that every
one of the forty-eight states, as well as
the District of Columbia and several ter
ritories and island possessions, will use
the uniform set of written examinations
prepared by the Institute Board of Exam
iners. Furthermore, considerable uni
formity in grading has resulted from the
use by a majority of states of the Insti
tute’s grading service, and from increasing
liaison with that service by those respon
sible in certain of the larger states which
grade the papers of their own candidates.
This highly desirable progress towards
uniformity of standards for the written
examination has been made only over a
period of many years and as the result
of sponsorship by the Institute and of
efforts by eminent members who have
served in the past on the Board of Exam
iners and on state boards. Progress towards
uniformity in the educational and expe
rience requirements should now be vigor
ously fostered by the Institute. Before
concluding this paper I wish to propose a
possible move which the Institute might
make in the near future to encourage such
a trend with sponsorship as active and
effective as that which has achieved prac
tical uniformity in the written examination.
It should be remembered that the prog
ress which has been made toward use of
the uniform examination under existing
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MENT, it is the individual state which
controls by statute the right of an individ
ual to practice public accounting or to
hold himself out to the public as a cer
tified public accountant. However, business
in our country is largely interstate and
conducted on the basis of a national econ
omy. Accordingly, the greatest possible
measure of uniformity is desirable in the
requirements imposed by the states for
issuance of the CPA certificate.
Generally speaking, all state laws gov
erning the issuance of certificates and
authorization of the individual to practice
professional accounting set up three types
of requirements aside from those related
to age, citizenship and moral character.
These three types are first, satisfactorily
meeting the test of a written technical
examination, second, educational attain
ments, and third, some actual experience
working in the field of accounting. As to
the educational and experience require
ments there is tremendous variation among
the states. The educational prerequisites
required by statute or regulation range all
the way from none to that of a bachelor’s
degree with a major in accounting re
ceived from an accredited educational in
stitution. A wide range of variation also
obtains among the different states as to
the experience requirement, both as a pre
requisite to taking the written examination
and as a basis for issuance of a certificate
or permit to practice.
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state statutes is also a tribute to the cali
ber of membership of the state boards of
accountancy. The competence of state
boards continues to be of paramount im
portance to the profession, and service
thereon constitutes a most valuable con
tribution of time and effort.
The Association of Certified Public
Accountant Examiners, composed of the
members of the State Boards of Account
ancy, has recognized the need for uniform
educational and experience requirements
and has begun to grapple with the prob
lems. The Association, however, is handi
capped by having no staff support and far
less continuity of administration and mem
bership than has the Institute. Accord
ingly, I believe that it is time for the
Institute to lend a strong hand in this
matter either by actively supporting the
effort of the Association or by taking over
leadership—first, in proposing and devel
oping standards of educational and expe
rience requirements, and second, in the
arduous, time-consuming task of educating
four dozen different legislatures to the
need of amending statutes to a uniform
basis in these respects.
What has the Association done thus far
in the campaign for a uniform set of
educational and experience requirements
for the CPA certificate? Two years ago
at the annual meeting of the Association
at Los Angeles our incoming Institute
president, J. William Hope, presented to
the Association the need of developing
standard requirements of education and
experience. His administration, accord
ingly, is an auspicious period in which
the Institute might get behind this matter.
As the result of Mr. Hope’s speech, the
Association appointed an able committee
to study the subject and to report back at
the 1950 meeting at Boston. Mr. A. Henry
Cuneo (Missouri), served as chairman of
the committee, comprised also of Messrs.
George H. Bald (Maryland), George E.
Bennett (New York), Thornton G Doug
las (California) and Virgil S Tilly (Okla
homa). These men made a survey of the
situation, reviewing the existing require
ments of the various states and also mail
ing a questionnaire to several hundred in
terested individuals early in 1950. Based
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upon that survey and upon their individ
ual experiences, the committee reported to
the annual meeting of the Association in
1950. At that time four members presented
views set forth in a majority report, while
Mr. Bennett submitted a minority report
taking a somewhat opposing position. As
a result, considerable debate was engen
dered at the 1950 meeting and no con
clusion was reached by the Association.
Accordingly, that meeting by resolution
instructed the Association’s secretary to
circularize the two reports and to ask the
Association’s members and other inter
ested persons to express their opinions.
The 1950 majority report, among other
things, proposed as a prerequisite to tak
ing the written examination without ex
perience that the candidate should have
graduated from a four-year course in a
college or university acceptable to the
State Board with a major in accounting or
should have graduated from such a course
with a major in some subject other than
accounting provided he also had obtained
supplemental technical education satisfac
tory to the State Board. Those who could
not meet the foregoing educational pre
requisites would be required to show evi
dence of equivalent technical education
and also certain amounts of public ac
counting experience in lieu of the re
quired general education before being ad
mitted to the written examination. The
report then proposed that any person who
successfully completed the written exam
ination should have issued to him a cer
tificate as a CPA, but no certificate holder
should be entitled to practice as a prin
cipal until he should have obtained certain
amounts of public accounting experience
or its equivalent, all as defined in some
detail in the report.
Personally I am not inclined to favor
educational and experience prerequisites
to admission to the written examination,
nor do I favor the proposals to issue CPA
certificates before the holders are entitled
to practice as principals, even though this
plan is already followed in certain states.
To my mind, protection and guidance of
the public is the basic purpose of allow
ing an accountant who has met certain
standards to designate himself as a CPA.
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I believe that making a distinction between
the CPA certificate as a sort of academic
degree on the one hand, and a license to
practice public accounting on the other
hand, leads to confusion in the minds of
the public.
It is only fair to interpolate at this
point that the committee’s revised report
has changed their original proposal—for
issuing a CPA certificate to the candidate
who passes the written examination but
without adequate experience to justify his
accreditation to practice as a principal—
to a plan to issue to such a candidate a
certificate merely attesting to the fact that
he has passed such an examination.
Report of the circularization of the 1950
reports was made at the 1951 meeting of
the Association. The committee stated that
most practitioners consulted were not com
pletely satisfied with either the majority
or minority 1950 report and brought in
a revised report for consideration at yes
terday’s meeting. It was obvious that the
revised proposals were too complicated to
justify any action by the Association yes
terday, so it has voted to circulate the
revised report among the entire member
ship and at an early date to conduct a
mail ballot for or against its approval.
What the result of such a mail ballot may
be cannot be predicted, nor have I had
adequate time personally to make an anal
ysis of the revised proposals. I have great
respect for the members of this committee
and should attach much weight to their
conclusions reached after much extensive
consideration of the problem.
This experience of two years indicates
the extreme difficulty of harmonizing di
vergent viewpoints regarding standards of
educational and experience requirements.
I understand that the preliminary opin
ions of the Institute committee on state
legislation were also widely divergent re
garding standardization on these matters.
Harmonization must be accomplished be
fore the profession is in a position to
approach state legislatures with a united
front and request statutory amendments.
The reports of the Association’s com
mittee were detailed and specific on this
controversial subject, but made no pro
posals as to a program for giving the

proposed requirements greater authorita
tive standing nor for obtaining statutory
amendments. Obviously such a program
would require more than unanimity of a
five-member committee and perhaps more
weight of authority than is enjoyed by the
Association.
Any program should be debated, re
vised, and adopted by a larger and more
representative body of the profession. Pro
posals for uniform requirements to be
presented to the state legislatures should
have been subjected to something of the
same processing which is now applied to
development of accounting principles and
of auditing standards by committees
broadly representative of the whole pro
fession with possible subsequent adoption
by the Institute to give them authority
and general acceptance.
Rather than discussing further the de
tails of any proposed requirements for
admission to the profession, whether they
be examination content and degree of
difficulty, educational prerequisites, or
measure of experience, I should like to
suggest certain tests of their validity.
The first and paramount criterion is
whether the standards of education, ex
perience, and technical examinations set
for admission to the profession are ade
quate reasonably to protect the public.
Business men and investors have the right
to expect that an accountant accredited
with a certificate from a state board has
been adjudged competent to render serv
ice of acceptable standards.
The second test by which I would judge
proposed requirements is whether they are
sufficiently practical and elastic. They
must meet the needs of the day for ac
counting services and they should keep
the profession open to all candidates with
the ability and ambition to become pro
fessionally competent despite handicaps in
formal education, interruptions of train
ing due to military service, and like spe
cial circumstances. We should not expose
the profession to the accusation of run
ning a closed shop or of limiting admis
sions arbitrarily. Personally, I am not en
thusiastic about the rigid reliance on
educational degrees which seems to have
become almost a fetish for measuring
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achievement in some of the learned fields
of endeavor. It should not be impossible
to find methods to serve in special cases
for measuring whether candidates have
the essential equivalents of formal educa
tion or practical experience by means of
intelligence, general education and achieve
ment tests, as well as by searching per
sonal interviews.
Thirdly, I believe that standards for
admission should embody some reflection
of the professional nature and ideals of
public accounting. We should hope that
the body of CPAs throughout the country
will be composed of an increasing pro
portion of individuals with wide intel
lectual interests, capable and desirous of
serving society by advancing the con
structive usefulness of their art in broad
ened applications. Only thus will the
profession grow in stature and prestige.
Accordingly, the admission requirements
should encourage the interest of individ
uals of scholarly ability and intellectual
curiosity and should not be confined with
in narrow technical bounds. Such reflec
tion would be found perhaps in increased
emphasis on quality of expression, on
understanding of the ethical foundations
of the profession, and on breadth of gen
eral education.
Since under our system greater uni
formity in requirements for the CPA desig
nation can only be reached through politi
cal channels—i.e., through legislation and
board regulation—-how is it possible to
make progress towards standards meas
ured by such tests as I have enumerated?
Certainly it will not be feasible to spell
out a detailed set of ideal specifications
and hope to have them embodied in the
legislation of 48 different states, even if
we could reach early agreement on such
specifications. A long slow process of edu
cation with gradual approach to the goal
is all that can be hoped for. In any event,
it is a highly questionable policy to
burden the statutory law with details
which can better be handled by regula
tion constructed within the framework of
a broad enabling statute. The progress
which has been made towards uniformity
in the written CPA examination was too
often obstructed by the existence of stat
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utes spelling out in what specific subjects
candidates shall be examined, at what
times, for what fees, and with what
passing grades. A gradual revision of
educational and experience requirements
throughout the states would only be hin
dered by freezing specific provisions into
the various CPA laws. If a uniform CPA
law or standards therefor should be pro
mulgated by the committee on state legis
lation, I should like to see its provisions
as to examination, education, and expe
rience requirements written in the broad
est terms, with powers vested in the
boards of accountancy to impose specific
requirements by regulations which would
be subject to improvement by way of
amendment. Would it not be feasible to
recommend that the model CPA law pro
vide that the State Board shall have the
duty and power to set by regulation those
requirements which must be met by can
didates seeking the CPA certificate, with
the proviso that requirements set as to
written examination, education, and prac
tical experience shall each be not less
than standards recognized as authoritative
by the accounting profession; or, alter
natively, shall each be not less than the
minimum requirements set by a majority
of the state boards? Such a framework
would provide room for gradual raising
of standards state by state throughout the
country. Furthermore, I believe amend
ment of present statutes along these lines
would be easier to accomplish than would
amendments embodying detailed specifica
tions which would be subject to attack,
elimination, or elaboration in every legis
lative hearing. A general requirement that
the regulatory standards for granting CPA
certificates in a state shall not be below
those of the majority of other states should
protect the standards and should have an
appeal to the legislative ear, while a com
plex of specific statutory proposals might
be subject to suspicions or be beyond the
average legislator’s ability to appraise.
However, this suggested type of legisla
tion would be of little avail if no set of
standards recognized as authoritative were
available to the state boards in preparing
their regulations. It is at this point that
the resources and prestige of the American
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Institute of Accountants should be brought
into play. Certainly there are adequate
precedents to justify a professional so
ciety in taking the lead towards setting
standards for recognition of advancement
in the profession. In Britain the accredit
ing of chartered accountants is primarily
in the hands of the professional societies,
and in this country the medical societies
and bar associations take active parts in
establishing the requirements for admis
sion to their professions and advancement
therein.
Accordingly, I should like to see the
executive committee and the council of
the Institute take the following steps in
the near future:
1. Pass and publish a resolution, sub
sequently to be ratified by the member
ship, to put the Institute on record as
favoring state legislation and state board
regulation which would foster adoption of
uniform examination, educational, and ex
perience requirements for the issuance of
CPA certificates throughout the nation.
2. Nominate and elect a Commission
or Board on Standardization of Require
ments for the Certificate, to cooperate or
merge with the committee of the Associa
tion of Certified Public Accountant Exam
iners, for the purpose of developing and
publishing what it considers currently the
minimum standards of examination, edu
cation, and experience. Such a commis
sion should include representatives from
state boards, from educators in the ac
counting field, from the committees on
education, selection of personnel and state
legislation, and generally be composed of
respected members who would bring to
the commission the authority of broad ex
perience and acknowledged interest in the
welfare of the profession. Their responsi
bility should not be confined to the initial
task of formulating standards for the pres
ent, but should be a continuing endeavor
to see that standards are changed with
changing conditions and raised as rapidly
as will meet with general acceptance. The
commission may represent a sort of stra
tegic general staff for guidance of the
specific activities of the Board of Exam
iners, of state boards, and of the legisla
tive and education committees of the In

stitute and state societies. Incidentally,
if the Institute is to take active measures
to obtain enactment of uniform CPA legis
lation, I believe we should consider the
possibility of enlisting help which might
be available outside the profession, such
as the Council of State Governments and
the lawyers’ Conference on Uniform State
Laws.
There are many questions to which sat
isfactory answers might be developed by
this commission—the advisability of pre
liminary examinations and of changes in
content and in subjects of examinations,
the level at which the examination should
be set, the adequacy of private or govern
mental accounting work and of teaching
as equivalents of public accounting expe
rience, the relative emphasis which should
be given to technical, general business,
and cultural education.
During the past year the New York
State Department of Education has be
come actively interested in the adminis
tration of the CPA law in that state, by
reason of some concern over the fact that
the passing rate on the CPA examination
has been much lower than in the other
professional areas under its jurisdiction.
The Division of Professional Education
held a meeting with representatives of
accredited educational institutions and the
State Board of Examiners at which the
bearing of accounting education on this
situation was extensively discussed. As
a result of the meeting, a committee has
been set up to conduct a broad study of
the fundamental problems of preparing
and qualifying people for the accounting
profession. Liaison of the Institute with
this committee is assured by Mr. Carey’s
appointment to membership thereon. The
prospect of this basic study under the
aegis of the Department of Education of
such an important state as New York is
an added reason for the Institute to take
action at this time to develop an authori
tative position regarding nationwide stand
ards of preparation and of admission to
the profession. A standing commission of
the Institute on Standardization of Re
quirements for the Certificate could be
an outstanding factor in the long-term ad
vancement of our profession.
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